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Chapter 1 
INTRODUCTION 
"In no country of the wor ld h a s n a tiona l finance 
been so quickly an d so v iolently a ff ected by political 
environmen t an J curren t economi c experience a s t h e 
United Sta t e s .n 1 
To prepar e a comprehen sive su rvey of fin ancia l 
trend s in a gre a t , ne\N, dynamic coun t r y l ike the United 
Sta t es , is indeed a chall enging t a sk . The exten t of 
the pr oblem only a dds in te r es t to the un ' ertaking . I 
h a ve selec ted fo ~ i nvestig ~t ion , tha t p or t ion of the 
en t ir e field d eal i ng ~ith t he t r en d of fin ancing urban 
pr operty. At the same t i me, howev er , I a m mindful of 
t ho se influence s whi ~h h a v e a di r e c t be ~r ing on the 
su rvey , and s hall en d eavor to ind i c a te those f a ctor s 
as they h a ve i n tima t e r ela ti on with the ph a se of the 
su b jec t being considered . 
The r e port a b ounds n ot only in gr a phs and cu rves 
whi ch ind ic a te movement s , but a lso expl 2n a tor y ma t erial 
an d t a bu l a t ed sta tisti c s when deemed neces s a ry to pre-
~ent a c omplete authenti c p i c t u r e. 
Th e si gnifi c a~ ce of motion a~ d tr end i n the soc i a l 
1 Dewey, D.R., Fin anci a l History of t he United Sta t e s, 
p . 17. 
as in physical s c ience is becoming constantly in demand. 
It is only from an understanding of tr ends tha t we can 
properly apprecia te and interpret pres en t t endenc ies. 
Urban property a s construed by t hi s study includes 
al l incorpor a t ed cities , town s , and villages . This i n-
t er pretati on is u sed fir s tly , in order tha t a more 
complete ana l ysis might be pictured, and s econdly , bec ause 
investments in pr operty are not nec essarily res t ricted 
bec aus e of the number of inhabitants in a particul ar to~m 
or city. Investment s of building and loan compani es, f or 
example, whi le preferen ce may exist for di ff erent s i ze 
urban centers in which to pla ce risks , yet for purpose of 
reports and sta tements of financia l condition, no such 
separa te cla ssifica tion is given. 
Chapter 11 
THE TREND OF POPULATION 
In tracing the trend of popula tion in the United 
Sta tes an obvious question a t t he outset i s , wher e 
should one begin? If one selects 1830, it mi ght be 
s a id tha t a t that date the United Sta t es was a very 
young country. Only a little more than 200 y ear s had 
pa ssed since the first set t lers had l anded at J ames-
town and Plymouth. Dur ing much of this time devel op-
ment had indeed been s low, a lthough progress had been 
made a t an a ccelera ted pace f or some time prior to 
1830. As a Nation, the country wa s only about f ifty 
years old , a lthough it had a lready survived two wars 
with a ma jor European power . 
If the Unit ed Sta tes was y oung it ,.m s a lso gr owing- -
growing in a lmost every conceivable way. The popula tion 
h ad more than trebled i n forty years between 1790 and 
1830 , increa sing from 3,929, 214 to 12 , 866 , 020 a s may be 
n oted by r eferring to Chart 1. By 1930 the popula tion 
wa s not f a r from ten times ~ha t it wa s just a century 
previous. 
In t he s ame period the l and ~r ea had a lmost dou bled, 
l &rgel y a s a r esult of the Louisiana and Florida purchases. 
The number of sta tes wa s a ls o i ncr ea sing , eleven having 
been a dded to t he "ori g i nal thirteen before 1830 . 
Ano ther cha r a cteristi c of the popula ti on , besid e 
its growth, was its extreme mob i l ity. Pe ople wer e 
pouring into the c ountry and those a l ready h e r e we re 
engaged in a gre a t mi gr a ti on . Th is was the beginning 
of the movement i n immigrati on whi ch ·wa s to chara c t er-
i ze con d i t ions during the 19th century. !!Dur i ng t he 
t wenti e s immigra tion was small, but b e ginn ing with 1832 
it increa sed r api d l y , and by 1840 h a d re~ched 84 , 066 
for the yea r. nl 
Within t he country the mov ement ~ a s t wof old ; a 
movement t o the ci t i e s and a movement to the new l an d s 
being op ened in t he Wes t . The c i ty ra r d movement , ~hile 
not approa ching in pr oportions wh a t we now chara cterize 
by tha t n ame, be c ame n o t ic e a bl e i n t he d e c a de 1820-1830
2 
and its significanc e for t h e building and l oan movement 
and other credit organiza tions will be touched u pon a t 
a l a ter time . 
The more s pecta cula r movement wa s the we s twa r d ex -
pansion. Possi bly a t no oth er time an d in no oth er 
p l a ce h a s there been such a ma ss movement of p eopl e a s 
wa s t aking p l a c e during t his time. The westwar d move-
men t star ted befor e _1800 , and wa s ~n full sway by 1 830 . 
1 Bogar t, E. L . , An Economi c History of t he Un it ed St ates , 
11th ed . p . 243 . 
2 I bid., p . 256 
It had been given added i mpetus by an act of Congress 
in t he year 1820 providing for the sale of public l and 
i n the West, 1. e., wha t is now the middle west, in 
tracts a s small a s eighty a cres and at pr i ces a s low 
a s $1. 25 an a cre. 
11 In short, within the for ty year s after t he heavy 
migr a tion began, the western terr itory a cquired more 
inhabitan ts than t he origina l thirteen colonies in a 
century of development under t he sti mulus and pa tronag e 
of governments, companies, and propr i etors ; more t han 
Can ada in the hundred year s fo l lowing the Briti sh con-
quest of tha t grea t domin ion. 113 
The popu la tion wa s pr edominan t ly rur a l (Chart 3) 
but in many parts of the country there were fa irly 
l &r ge c i t i es, some of them f irmly extabl ished and wi th 
an existence of a hundred or mor e years behind them. 
In these urban centers there ~as emerging a wage-earning 
cla ss to whom home ownership and s afe investment were 
almost a ne ces s ity. Thus through working together and 
living together the ground vrns pr epar ed f or further 
joint efforts of a defini tely c ooper a tive n a ture . 
11 The f i r st two genera ti ons i n the n ineteenth cen-
tury were pi oneers and about the u pper t en per cent 
built good homes f or tha t day and finan ced t hem with 
cash and with slave l a bor but most of the remaining 
ninety per cent built and finan ced their homes by the 
3 Beard, Charles R., Rise of American Civi l iza tion , p . 525 
swea t of their brow and by such neighborly a i d a s they 
coul d s ecure. This l at ter cl a ss nec es sarily bui l t the 
log ca bin of that early day or an extremely f r agi le 
fr ame house. During t he l a tter portion of this period, 
for the l ack of any adequate plan for f inan cing of homes, 
too many of our f amilies in our cities and t o~~s became 
tenants in house s built by peopl e of wealth . 11
4 
By 1870 there was a noti ce able beginning of the 
u se of institutions a ssisting indi vi du als tn enterprises 
of finan c i a l a i d . The chapter s following , therefore , 
wi l l a ttempt to show the developmen t of those institu-
tions . 
4 Moulton, Harold G., Financia l Or gan iza tion of Society , 
p . 677. 
DISTRIBUTION OF POPULATION IN U. s . 5 
Total 
per cent 2500 Under Total 
Year over to Popula tion 8 000 · 80 00 2500 Urban 
1790 3,929, 214 3 .3 
1800 5,318,483 4.0 
1810 7, 239,881 4.9 
1820 9,638,453 4.9 
1830 1 2., 866, 020 6.7 
1840 17, 069,453 8 .5 
1 8 50 23,191, 876 1 2 .5 
1860 31,443 ,321 16.1 
1870 38,558 , 371 20 .9 
1880 50,155,873 22 .7 
1890 62 ,947,714 29 . 0 6.4 7.6 43 . 0 
1900 75,994 ,575 32 .9 7.1 8 . 3 48 . 3 
1910 91,972 , 266 38 .7 7.1 8.9 54 .7 
1920 105,710,620 4 3 .8 7.6 8.5 59 .9 
1930 1 22 ,755, 046 49.1 7.1 7.5 63 .7 
5 Sta ti s tical Abstract of U. S . from Census Re ports 
Chapter 111 
FEDERAL AND STATE BANKS 
The first commercial bank in the United Sta tes 
wa s organized in 16091 under the aus pice s of t he Dutch 
Ea st I ndies Company which wa s vested. with banking powers 
under its charter t o explore and colonize in America 
under t he Dutch fl a g . The l aw governing banking ih the 
colony required all bills of exchan ge t o be negoti a t ed 
through the bank. 
Before the adoption of our pr e sent constitut ion , 
and for many y ears thereafter, our supply of specie 
came f rom foreign countries a s the r esult of t he oper-
a tion of our for e i gn commerce. As fo r capita l , t he 
ma jority of the set tler s on t he f ron t ier h ad little 
more than the bare n ec es s i ti es . 2
 
Bills of credit wer e used as a medium of exchan ge. 
They circul a ted in a limited ter r itory and were often 
subj ect t o enormous disc ount. I n view of t his condi t ion 
i t is not strang e tha t there wa s incorpora ted into our 
constitution a clause prohi biting the s t a tes in the 
futur e to emit bill s of credit or t o make anything ex-
cept gold and silver coins lega l tender in paymen t of 
debts. The;1 e was provision, howeveT , wher eby t hey could 
be is sued by char tered banks. The pioneer institution 
1 Scott, W. A., Money and Banking , p . 105 
2 Ibid. 152 
of this type wa s incorpora ted by Continenta l Congress 
on December 31 , 17813 under the n ame of The Bank of 
North America. The f i rst chartered sta te bank ~as in 
the sta te of Ma ss achusetts, three years l a ter. In 
1790 Maryland chartered its fir s t sta te bank. The next 
yePr saw New York and Rhode Is land ea ch with a bank 
being opera ted under a sta te charter.4 
State banks steadily increa sed i n numbers through-
out this period . Ther e were more than thirty in 1800 , 
&nd over eighty in 1810 . These banks furnished banking 
f acilities to communities not rea ched by the United 
St~tes bank and its branc hes . 
The firs t noticeable period in r egar d to fede r a l 
banks was tha t from 1791 to 1811, during whi ch the first 
United Stc.; t e s bank was in existenc e. Jus t before the 
. charter was issued there had been a r apid rise of s mall 
sta te banks , all issuing notes which pa ssed with a 
gr ea ter or l ess f acility a s currency. The federal bank 
wi th i ts many branches, by r efus ing to accept no t e s 
whi ch the issuing state banks wou ld not or could not 
redeem in specie, drove such note s out of general cir-
cula tion . The charter of the first United Sta t es bank 
expired in 1811 and was not immedia tely r enewed. 
At once sta te banks sprang u p and began c i rculating 
notes f ar and wide. These notes often were a ccepted in 
3 Ibid . p. 154 
4 Ibid. p . 154 
trade only a t a substanti al discount, particularly when 
the i s suing bank wa s not well-known or near a t hand. 
In 1816, the second United Sta te s bank was charter-
ed for t wenty year s . The feder a l bank , a gain vrn s 
beneficia l in restraining the note issue of many state 
banks. Unfortunately, however, this bank became a po-
litical issue and after Jackson's reelection to the 
presidency in 1832, the support of the government was 
withdrawn from the bank and its charter was not r enewed 
in 1836. Sta te banks aga in had mushr oom growth and 
issued enormous quantities of notes. Many of these 
banks were unable to wea ther even a small storm and 
many failed from time to tim~ . The result wa s a genera l 
lack of confidence in banks and this f act undoubtedly 
aided in the development of the building and loan a ssoc-
iation a s well as other institutions emphasizing the 
same or similar credit features. 
Except for a. few banks of the mutual savings vari ety , 
banking institutions in general were of no benef it 
to the small investor endeavoring to finance urban prop-
erty. They made no attempt to develop s avings ac coun ts, 
their main business being that of discounting commercial 
paper or making business loans. 11 0n account of this and 
also because of their s peculation in western lands , un-
f avorable criticism was generously levied at them about 
this time. 115 
After the withdrawal of the government deposi t s
 
from the Second United St a tes bank , the public 
f unds 
were pl a ced in selected sta te banks. The crisis
 of 
1837 brought mos t of these int o a s t a t e of sus p
ended 
s pec i e payments and many of them into bankruptc
y . 
Out of such a condition was born the Independen
t Tr ea s -
ury system enacted in 1840 , r epealed i n 1841, 
and 
re en acted in 1846. 
With the outbreak of the Civil War in 1861 came
 
t he nex t i mpor tan t s tep in the developmen t of b
anking 
s itua tion in thi s country, n amel y; t he establish
ment of 
the n a tional banking system. Since 1836, and f
or a f ew 
years previous, the sta te bank s had had the f ie
ld en-
tirel y t o thems elves. Since 1846 , the federa l 
govern-
men t had managed its own finan ce s t hrough the i
ndependent 
treasury system, us i ng onl y gold and s ilver coi
ns in 
payments and receiving its revenues in tha t f or
m only . 
The establ ishment of a n a tional banking system 
did 
n ot suppress the growth of sta t e banks and no t 
i s su es 
of these banks, unti l a provision was made i n 1
865 for 
a tax on note-issues of sta te banks.
6 Su ch a t ax wa s 
sufficient to drive the state banks out of the 
no t e-
i s suing business and leave the na tional banking
 sys tem 
in c omplete control, in reference to future iss
ues. 
5 Moulton, Hrold G., Money and Banking, p . 43
4 
6 Ibid. p:, 180 
The conviction that the n a tional banking system of 
this country was defective became widespread and intense 
after the crisis of 1907. As a result, Congress appointed 
a commission to investigate the banking institutions of 
England, France, and Germany; and to Jrepare reform amend-
ments. The establ ishment of the Federa l Reserve System 
in 1813 wa s the outcome of the committee's study and 
recommendations. It involves similarities to types of 
banks investigated a s well as innova tions not contained 
in any of them. The chief functions of the Federa l Re-
serve System were: (1) To rediscount commercial paper, 
serve a s reserve agent, and conduct a cl earing house for 
member banks, (2) To issue notes, (3) To operate within 
restricted limits upon the open money market and at the 
option of the Secretary of the Treasury to s erve as de-
pository and disbursing agents for the Federa l Government.
7 
The ph enomenal growth of banks, both in number and 
combined ass ets as shown by Chart 3 is indica tive of its 
position in the realm of financial enterprises. By 1913 
(this date marking a new epoch in banking facts) there 
was slightly le s s than a qu arter of one hundr ed billions 
of' ass e ts in federal and s tate banks combined. Ten years 
later this figure gren to 40 bi l lions in round number s 
only to find at its peak in 1929 a total valuation of 
over 60_ billions of dollars. 
7 Scott, W. A., Money and Banking, p . 200 
Following 1929 it is needless to recount the 
struggle which this giant centipede with its many legs, 
encountered in order to maintain self-preservation of 
the very body of banking itself. 
Turning to Chart 4 one can note the effect which 
the foregoing has had on urban property investments. 
In 1913 about five per cent of their investments were 
in the urban property field. As activity speeded up 
following the war, the proportion of their connections 
in the urban field increased until at the zenith of its 
growth about 7.4 per cent was represented. Coupled 
with this f act, the forego ing percentage of its increa sed 
assets makes the volume of investments in the urban field 
assume noticeable proportions. 
Whether or not this fact precipitated the downfall 
of the banks is beside the question. In all probability 
capital being secured in long-time investments when 
liquidity was urgent, aided rather than alleviated the 
aggravating pains following the collapse of faith in 
the banking structure. By 1931 only about six per cent 
of the assets of banks was allocated to participation in 
urban . property investments. 
To continue with a study of banking conditions is 
largely to look into ways and means of meeting and 
attempting to solve defects brought out by experiences 
of the depression period. With this study we note the 
increasing importance of the government entering directly 
into the banking field in the capacity of regulating and 
administering of restrictions. It is for this rea son 
that a further consideration of banking trends will be 
relegated to the chapter on Governmental Agencies; not 
that the influences of banking as an institution had 
ceased at this point, but for purposes of this study, 
it can best be understood when considered in conjunction 
with the effort on the part of the government t o patch 
some of the moth-eaten fabric of the banking warp, to 
discard parts, and to weave some anew. 
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Chapter lV 
MUTUAL SAVINGS BANKS 
In the preceding chapter the investigation has 
been focussed on the development of banking in general 
with specific reference to state, national, and private 
banking. We turn, now , to a closely related enterprise, 
the purpose of which a s expressed by Moulton is, 
11 to 
transfer the savings of society to the channels of pro-
ductive industry. 111 Savings banks are distinctly 
organized upon the principle of furnishing capital to-
ward purposes of long-time investments. They differ , 
then, from the ordinary commercial bank ½hich must keep 
a large proportion of its investments in liquid channels, 
by being able to launch programs too extensive in time to 
interest the commercial banker who must be ready for 
immediate conversion on a l arge percent of his holdings. 
Closely related to the savings bank is the invest-
ment bank differing only in the manner of operation but 
performing practically the same f unctions. On the one 
hand we note the savings bank collecting innumerable, 
small savings and in turn loaning sums in large amounts 
to the development of business enterprises, activities 
which in themselves produce good returns but not imme-
diate profits. In the second instance, the investment 
1 Moulton, Harold G., Money and Banking, p. 402 
bank has for its objective the finding of a market for 
securities. "Among the l argest investors in securities 
offered by bond investment houses a re the savings banks 
themselves, though a substantial and constantly increa s-
ing proportion go directly to private investors.n
2 
When viewed from a distance there are many enter-
prises which are akin to the savings bank. The feature 
of savings is so alluring that many commercial banks 
have set up subsidiary institutions whose purpose is 
to enga ge in those activities in which the savings 
bank specializes. The abuses of this practice a s dis-
closed by the Securities Ex~hange Commission is related 
elsewhere in this treatise and is only alluded to at 
this time to show the a ttractive attributes of the sav-
ings idea. Insurance companies are also a form of 
savings institution . 
The beginning of the savings bank dates back to 
1816 at which time the first one wa s organized in the 
to\m of Boston. 3 Its purpose was to form an institu-
tion for the security and improvement of the s avings 
of persons in humble life until required by their wants 
and desires . It was in this same year that the Second 
Bank of the United States was chartered for a t wenty-
year period . Since the savings bank requires practically 
2 Ibid . p . 402 
3 Cleveland, F. A., Funds and Their Uses, p . 217 
no capital, its origin is not difficult to picture . 
"If we were to trace the savings bank idea back we 
should in all probability find tha t it had its begin-
ning in the 'sick and aid' and other f riendly societies 
which have existed for centuries in many parts of Europe; 
for the savings bank is s imply the culmina tion of the 
attempts of thrifty people to provide f or the r ainy day .
11 4 
Since their inau ura tion in the early nineteenth 
century, the s avings ins titutions have increa s ed both 
in number and total deposits . Nearly a century pa s s ed 
before the total accumula ti.ons reached the billion mark . 
During the first thirteen years of the t wentie th century , 
deposits mounted to the four-billion level . From t hi s 
point the increas e ha s been steady and conti nuou s up to 
the year 1931 when i t r eached ten and one-hal f bil l i ons 
of dollars. The year following, according to the Annual 
Report of the Comptroller of Currency, it declined on e-
tenth of a bi l l ion. 
Chart 5 reveals the per cent of a s se t s inves t ed in 
property of urban districts. It will be noted agai n , 
that the figures begin with about 1913 . With thi s da te 
we associ a t e t he beginnine of the Federal Res er ve System 
which ushered in a more accura te measur ing stick for 
compiling sta tistics of a compar able basis in the field 
of banking. For a period of about eight year s from 
4 Cleveland, F. A., Funds and Their Us es , p . 212 
1913 to 1921 savings banks invested approximately forty-
two percent of their assets in the urban field. Follow-
ing the war, their activities in the non-farm investments 
soared until about one-half of their ownings were being 
placed on loans in cities and towns of this country. 
Due to the desire for a good return on investment 
and further, that the demand for l iquid capital was not 
pronounced, the mutual savings banks turned to types of 
earnings yielding returns commensurate with their needs . 
The decline in property values after 1929 a s well a s 
shrinkage in total assets gives rise to their decr easing 
interest in urban investments a s reve aled by comparing 
1928 with 1933 in Chart 6, page 21 . 
The demand for liquidity during and following 1929 
hastened withdr awals by deposi tors who sought pecuniary 
assistance to help them through the r ainy days for which 
the savings were originally entrusted. 
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Chapter V 
REAL ESTATE AND MORTGAGE BROKERS 
During recent years there has been a tremendous 
growth in the number of urban mor t gages and real estate 
bonds being offered to the investing public by realty 
companies. Although differing widely i n -names and 
specific functi ons, they f all mainly into the real es -
t a te bond houses, and title and mortga ge guar antee 
companies. Up to 1925 the bulk of real esta te bonds 
were sold by a group of specialized real estate br okers .
1 
Informa ti on on the vo l ume of real esta te bonds out-
standing is scarce. The difficult of compiling such data
 
is very great since the only source s of information at 
present are the announcement s i n financial and real es-
t a te journals, etc . The only s t a tistics avai l able which 
cover a long period are tho se of the Commercial and Fin-
ancia l Chronicle ; t hese fi gures, however , are not complet
e . 
1 
Table One 
Tota l Volume of Real Esta te Bonds Outs t anding 
(In millions of dollars) 
1913 150 1930 5,040 
1921 502 1931 5,017 
1929 4,918 
North, Nelson L. and VanBuren , D., Rea l Esta te Financing
 
p . 64 
By referring to Table 1 we note tha t the volume 
of real esta te securities outstanding more than trebled 
between 1913 and 1921, and tha t it multiplied a lmos t ten 
time s from 1921 to 1929, the period of r api d expans f on 
in the urban building era . Since t ha t time it has re-
mained rela tively stable. Time will disclose whether or 
not this instrument is one of occ as iona l and tr ansitory 
value nurtured by a period of rapid growt h or perhaps 
embodies principles ushering in an innova tion in the 
financing of urban property. 
The title and mortga ge guarantee compani es which 
are similar to the real esta te bond houses represent 
another agency which acts a s an intermediary in supply-
ing capita l to finance urban buildings. Unlike t he 
previous companies mentioned which supply capital fo r 
building, and which hold the mortga ges in their port-
folios, the title and guarantee companies guar antee 
the mortga ges a s to principal and interest and then sell 
them to individua l s , banks , trustee esta te s , chari t able , 
and other institutions. 
In Table 2 which f ollows we can t race the growth 
from 1913 to 1931 of f our of the largest title and guar-
anty companies, all located in t he N~w York Metropolitan 
area where this type of company ha s proven so popular. 
It will be noted that the growth of these four companies 
has been rapid since their first report in the year 1913 . 
Table Two 
Guaranteed Mortgages and Certificates Outstandinga 
(In millions of dollars ) 
Company 1913 1921 1929 1930 1931 
Bond & Mortgage Guar. .o 258 776 862 921 
New Ydrk Title & Mor . .o 60 639 703 729 
Lawyers Title & Guar . . 3 38 200 219 224 
Lawyers Mortgage Co. 138 . 0 134 395 420 435 
TOTAL - - - 138.0 490 2,010 2,204 2,309 
In the next eight years, including as it did the 
World War period, they gained l argely through the organ-
ization of new companies and together with the decr ease 
of one company , an increa se of over 300% of the previous 
level. The next eight years wa s percipita ted by the 
expansion boom and guaranteed mortga ge companies listed 
in table 2 show an increas e of approximateiy 310%. 
While the real esta te brokers have not as yet 
assumed a rank of special distinction in point of the 
tota l amount involved, yet they seem to embody a f eature 
which is r apidly achieving f &vor, n amely ; the small bond 
of almost any denomina tion insuring attractive rates of 
returns . The i r success depends upon the selection of 
sound mortgage s and guided by competent leadership in 
carrying on this phase of urban financing. 
a 1913-1921 fro m Annual Report of New York Supt. of 
Insurance, 1929-1931 Companies' Annua l Reports . • 
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Chapter VI 
INSURANCE COMPANIES 
Life insurance has been a recognized fact or in 
social economy for more than three hundred year
s. The 
first life insurance policy of which there is a
ny record 
was issued in London in 1593, insuring the life
 of Wi l liam 
Gybbons for a period of twelve months at the ra
te of $80 . 00 
per thous and. 1 
About a century l a ter the first life i nsurance 
com-
pany wa s formed. It wa s a mutua l company for t
he purpose 
of paying benefits to widows and orphans. The 
fi rst life 
insurance company, however, to be establi shed i
n the 
United Sta tes was f ormed in Philadelphia in 175
9. 2 It 
was called t he Presbyterian Annuity and Life In
surance 
Company , and under the name of the Presbyterian
 Minister s ' 
Fund Life Insurance Company , it still exists. 
The first life insurance company, the Pennsylva
nia 
Company, for insurance upon life and gr anting o
f annuiti e s 
was charter ed in Philadelphia coincident with t
he expir-
a tion of the charter under which t he First Unit
ed Sta t es 
Bank opera ted. 
The era of the forties in the nipeteenth centur
y was 
character istically prolific in commencing many 
companies 
1 Dictionary of Political Economy, Vol. 11, p.
 441 
2 Univers al Encyclopedia, Vol. 11, p. 530 
·which are still in existence. From this beginning they 
increased in number and volume in the fifties and sixties. 
By 1881 there was $461,000,000 of policy holders' 
money in the hands of companies which were doing busi-
ness in the United Sta tes. With this fund entrusted to 
their care they must compete with commercial banks in 
the field of investments; they must buy to a consider-
able extent the same type of investment in which banks, 
trust companie s , building associa tions, etc., invest 
thei r funds--bonds, mortgages , short time commerc ial 
paper, and other usual type.s of risks. Fur thermore, they 
must so distribute their investments to insur e s afety of 
return as well as substantial earnings to attract potential 
capita l into their companies. 
by 1906, just t wenty-five years l a t er , the sum pre-
viously mentioned had gro¥m to $2 ,900,000. The next 
quarter of a century showed likewise proportionate and 
continued gains until i n 1931 over twenty billions of 
dollars was being administered by the numerous insur-
ance companies in this country. 
In proportion to other countries, United States 
carries t wice as much a s all other peoples of the world 
yet has only one-s ixteenth of the pop~la tion.
3 
By referring to Chart 9 we note tha t the pl ace 
which insurance companies have had in our economf.4 
3 Merely an editor's opinion, not substantiat ed. 
system ha s been sustained and continuous despite de-
pres s ions and financial upheavals. 
According to the Insurance Yearbook
4 total assets 
mounted f rom five bill i on in 1910 to t welve in 1920 , 
and t wenty-five billion in 1930 . Out of t his sum in 
1910 they were devoting about s i x per cent towar d i n-
vestments in the urban f ield . This alloca tion was 
increa sed to nine per cent i n 1920 and r ap i dly r ose 
to t wenty-five per cent in 1928 . 
4 Insurance Yearbook , Specta tor Co. 
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Chapter Vll 
BUILDING .AND LOAN ASSOCIATIONS 
Building and loan associa tions started a s neighbor-
hood clubs in most parts of t he country. Neighbors 
who 
wished to become home owners began contributing a c
ertain 
sum monthly to a treasurer. The aggreagate of these
 
monthly payments was soon sufficient to buy or bui ld
 a 
home for .one of the members. The f und was t hen loan
ed 
to one of them, and as ot her funds accumula ted, othe
rs 
could borrow. 
In fact, it is out of just such a s itua tion that 
the association arose. The first organization of th
e 
kind in this country was founded Januar y 3 , 1831, in
 
Frankford , a suburb of Philadelphia .
1 The n ame of thi s 
first enterprise wa s the Oxfor d Provident Building 
Associa tion. 2
 The men who were instrumenta l i n organ-
izing this first association were pion eer manufactur
ers 
of Frankford--Samuel Pilling , Jer emiah Horrocks, and
 
Dr. Henry Taylor. "They were all natives of England
 
and were a cqua inted with the beneficia l results whic
h 
had been achieved by the English building soci eties,
 
organized a s early as 1781 .11
3 
A better understanding of building and loan associa-
tions is obtained by noting their f unctions, organiz
ation, 
1 Cleveland , Frederick A., Funds and Thei r Us es , p
. 231 
2 Ibid ., p. 244 
3 Bodfish, Morton H., Building and Loan Association
s, p . 34 
and methods of procedure. 
In, an effort to define this movement we may refer 
to the Commissioner of Internal Revenue who outlines
 
the particular associations entitled to exemption un
d er 
the Federal law as follows: 11 In general, a building
 
and loan association entitled to exemption i s one or
gan-
ized pursuant to the laws of any sta te, territory, o
r 
the Di_strict of Columbi a , which accumula ted funds t o
 be 
loaned primarily to its sharehol ders for the purpos e
 of 
building or acquiring homes. In order t o be exemp t 
t he 
association (1) must be mutual, that is, all of its 
stockholders or membe~s must share i n the profits on
 
substantially the same footing; and (2) must be oper
a t ed 
so that substantially all of its busines s is confin e
d to 
the making of loans to bona fi de shareholder s .
114 
There are 143 different forms of corpora te title 
knovvn in use in t he United States which are included
 
under the classification cited above. The l ist, to-
gether with the number of sta tes using such name is 
listed in Table 3, pag es 36-7. 
Just as building and loan associa tions differ in 
names, likewis e do they differ in method of opera tio
n. 
Since this report is to indicate the ~rend rather t h
an 
to observe minute deta ils of organization, only a li
mited 
space will be given to this phase. 
4 Regula tion 62, Bureau of Internal Revenue, Trea s .
 Dept. 
Loans are secured by first mortgages except i n the 
t wo sta tes of Pennsylvania and Maryland
5 where s econd 
mortga ges are used in accordance wi th the judgmen t of 
the board of direc tors or such officers as t hey may se-
lect for the purpose. 
Building and loan associations are built upon the 
principle of advancing funds for immedi a te use on t he 
security of f uture savings. It receives a defin ite 
amount of money each month a s a paymen t on stock held 
by members of t he association. The company then in-
vest s the amoun t s rec eived in loan s to its members--
the members having the profits from the loans applied 
to the balance due on stock. 
There are t wo di stinguishing characteristics of 
the building and loan. First, usually every borrower 
from the as socia tion is a stockhold er--tha t is the com-
pany can not invest in any credit obl iga tions or se-
curities other than those of its member s; it is a closed 
corporation both as to membership and a s to dealing . In 
the second place , the capital of the corporation is not 
represented by the amount of stock outstanding, bu t by 
the amount of combined savings, interest , and premiums 
paid by its members after deducting expenses. 
The cha r acter of the institution is especially 
adapted to real esta te loans and to the service of home-
building constituents in a community. 
5 Ely, R. T., Review of Reviews, Dec. 1923 Vol.68 p . 641 
The success of the association is due primarily 
to the use of small, periodic payments , or the so-
called "principle of amortization ." Thi s principle 
embodies the paying off of a certain por tion of t he 
principal and interes t in regular installments. In 
the history of building and loan development there i
s 
a l ack of uniformity relative to the manner in which
 
these payments are made but the amortization plan is
 
the predominating one.
6 
During the first half century that building and 
loan associ a tions existed in the United States no r e
-
liable informa tion was available a s to the extent or
 
magnitude of the movement . In certain sta tes like 
Pennsylvania , New Jers ey, and Ohio a l arge number of
 
associa tions were known t o be in active busines s , bu
t 
just what their investments were or how many such as
soc -
i ations actually existed is a mer e gues s . In 1888, 
Mr . 
F. B. Sanborn, Secretary of the Special Committee on
 
Provident Institutions of American Soci a l Science As
soc-
i a tion made the first study of these agencies and at
 tha t 
time extimated their number a t from 3,000 to 3,500 w
ith 
assets of approximately $300,000,ooo.
7 
The firs t accura te figures wer,e not obtainable until
 
1893, Vi. hen Carrol C. Wright , United Sta tes Commissio
ner 
of Labor, made a comprehensive survey, the result of
 which 
6 Clark and Chase Building and Loan Associa tions, 
p . 7 
7 Bodfi sh, Morton H., Building and Loan Association
s, p. 134 
was published in the ninth annual report of the Com-
missioner of Labor.8 
This report showed that building and loan a ssoc-
i a tions were doing busines s in every state of t he Union, 
the tota l number of local organi zations at t he time be-
ing 5,598, wit~ a membership of over a million and ass ets 
amounting to $473,137,454.00. Since 1895 the United 
States Lea gue has compiled fi gure s showing the progre s s 
of the movement. 
From 1880 to 1897, according to the report of Wright, 
building and loan a ssocia tions in the United Sta tes en-
joyed their first period of prosperi t y and growth. 
Turning now to the annals of t he United Sta tes League 
we note tha t commencing in 1897 and for four year s there-
after, their number of members and assets declined s teadily . 
This is no different from that of other financial i nst i -
tutions doing business durin g tha t period . The wi despr ead 
business depression which f ollowed the pani c of 1893 , 
with its a ttending shrinkages in values , par ticul arly of 
rea l esta te, was the direct caus e . It was n ot until 1904 
that they were back to the pre-depression level. 
In 1911 the building and loan associ a tions of the 
United States passed the billion dollar mark in asset s , 
just eighty years after t he first associa tion had been 
organized. It took only eight years after tha t for them 
8 Ninth Annual Report Commissioner of Labor, 1893, p. 402 
to accumulate the next bil l ion, and less than three years 
for the third billion dollars. The as sets in 1922 as 
shown by Chart 11, page 36 amounted to $3 , 342 ,530,943.00. 
In the five-year period fro m 1922 to 1927 they more than 
doubled their assets, and in 1932 t hey had under their 
control the stupendous sum of nine billions of dollars. 
The depression made its inroad into building and 
loan associations as it did in other financial institutions 
and a t the close of busines s in 1934 the asset s had de-
creased to approximately eight billions, or the level of 
the year 1928. 
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CORPORATE NAMES USED FOR BUILDING AND LOAN
9 
No . 
Corpora te Name in Use States 
Building and Benefit Association 
Builders Association 
Builders Company 
Builders Loan Association 
Builders Soc iety 
Building Association 
Building Association 
Building Assoc i at ion 
Building, Homestead , 
Associa tion 
Company 
Society 
and Savings 
Building and I mprovement Ass ' n 
. Building and Investment Ass 'n 
Building and I nvestment Co . 
Building and boan Associ a tion 
Building & Loan As s ocia tion Co. 
Building and Loan Company 
Building and Loan Corporation 
Building and Loan Society 
Building and Mutual Loan Ass ' n 
Building and Savings As s 'n 
Building and Saving Company 
Building and Savings Society 
Building-Loan Associa tion 
Building-Loan and Deposit Ass'n 
Building-Loan Fund and Savings 
Assoc i a tion 
Building, Loan and Homestead 
Association 
Building, Loan and Inves tment 
1 
2 
1 
1 
1 
15 
1 
1 
1 
1 
1 
3 
47 
1 
3 
1 
2 
1 
11 
1 
1 
4 
1 
1 
1 
Association 
Building, Loan and 
Building , Loan and 
Building, Loan and 
Building, Loan and 
3 
Land Ass ' n 1 
Savings Ass ' n 14 
Savings Co. 1 
Savings Fund 
Associ a tion 
Buil ding , Loan and Savings 
Institution 
Building, Loan and Tontine Ass ' n 
Building, Loan and Tontine Sav-
ings Associa tion 
Building , Loan and Trades Ass ' n 
Building, Loan and Trust Ass 'n 
Building , Savings and Loan Ass ' n 
1 
1 
1 
1 
1 
1 
5 
No. 
Corpora te Name in Use Sta t es 
Coopera tive Association for 
Savings and Building 1 
Coopera tive Bank 4 
Coopera tive Building Ass'n 2 
Coopera tive Building Bank 1 
Cooper a t i ve Building and 
Loan Associa tion 2 
Coopera tive Building- Loan 
Society 2 
Cooperative Building and 
Savings Associa tion 1 
Coopera tive Savings =nd Loan 
As s oc iation 4 
Deposit Buildi n g and Loan 
Company 1 
Deposit and Loan Ass ociation 1 
Depo sit and Loan Company 1 
Financ e and Loan Company 1 
Fund and Loan Company l 
Home Building Company 1 
Home and Savings Assoc iation 5 
Home and Saving s-Building 
Assoc i ation 1 
Home Association l 
Home Builder s Associa ti on 1 
Home Builders Loan Ass ' n 1 
Home Building Associ a tion 3 
Home Buildi n g Company 1 
Home Building and Loan Ass'n 1 
Home Investment Associa tion 1 
Home Loan Associa tion 1 
Home , Loan and Savings Ass'n 1 
Home Owners Corpor a tion 1 
Home Savings and Loan Ass'n 1 
Home Savings , Loan and 
Building Associa tion 1 
Homestead Aid Associa tion 1 
Homestead and Loan Ass'n 4 
Home stead and Loan Company 1 
Homestead Associ a tion 2 
Homestead , Buildi ng , Loan 
and Savings Association 1 
Homestead Company 1 
8 Clark and Chase ., Building and Loan Associa tion, p . 518- 19. 
No. 
Corpora te Name in Use States 
Building, Savings and Loan Assoc-
i a tion Company 1 
Building, Savings and Loan Co. 3 
Bui lding , Savings Fund and Loan 
Association 1 
Building Society 3 
Investment Building and Loan 
Associ a tion 1 
Investment Company 2 
Investment and Loan Associa tion 1 
Investment and Loan Company 1 
Loan an d Deposit Company 1 
Loan Association 7 
Loan and Building Association 14 
Loan and Building Association 
Company 1 
Loan and Building Company 1 
Loan and Building Society 1 
Loan and Home Aid Company 1 
Loan and Homestead Associa tion 1 
Loan and I mprovement Association 1 
Loan and Insuranc e Company 1 
Loan and Inve s tment Associa tion 4 
Loan an d Investment Comp any 3 
Loan an d Savings As soc i a tion 9 
Loan and Savings Company 1 
Loan Building and Deposit Co . 1 
Loan Building and Savings As s'n 2 
Loan Company 2 
Loan Society 1 
Mutua l Benefit Building and Loan 
Association 1 
Mutual Building Association 1 
Mutua l Building and Loan Ass ' n 7 
Mutua l Building and Loan 
Coruora tion 1 
Mutual~Building , Loan and Home-
stead Associ a tion 1 
Mutual Building , Loan and 
Savings Associa tion 4 
Mutual Home Associa tion 1 
Mutual Loan As socia tion 2 
Mutual Loan and Building Ass•n 2 
Mutual Loan and Savings Ass 1n 3 
Mutual Savings and Loan Ass 1n 2 
Premium and Loan Association 1 
Rur a l Credit Building and Loan 
Associ a tion 1 
vv 
No . 
Corpora t e Name in Use Sta tes 
Home stead Loan As s ocia tion 2 
I mprovement As socia tion 1 
I mpr ovement Society 1 
Inves t ment As sociation 1 
Investment and Buildin g 
As s ociation 2 
Savings and Buil d ing Ass 1n 7 
Savings and Building and 
Loan As s ociat ion 1 
Savings and Building Company 1 
Savings and Building-Loan 
As s ociati on 1 
Savings and Fa r m Loan Co. 1 
Savings and Homestead Ass 'n 1 
Savings and Loan Ass ' n 29 
Savings and Loan Associa tion 
Company 1 
Savings and Loan Company 8 
Savings ·and Loan Soci ety 1 
Savings Associati on 9 
Savings Associa tion Company 1 
Savings , Build ing and Loan 
Company 1 
Savings Company 3 
Savings Fund Associa tion 1 
Savings Fund and Building 
As s ocia tion 2 
Savings Fund and Loan As s 1n 2 
Savings Investment and 
Buil d ing Associa tion 1 
Savings & I nvestment Ass ' n 2 
Savings and Investment Co . 1 
Savings, Loan and Building 
Assoc i a tion 7 
Savings Loan an d Home stead 
Associa tion 1 
Savings Society 3 
Security and Loan Ass'n 1 
Security Loan Corporation 1 
Society for Home Building 
and Savings 1 
Socie t y for Savings 1 
Trus t Companyx 1 
x This is a regular old time 
seria l Building and Loan Assoc-
iation in North Carolina . 
Chapter Vlll 
RECENT GOVERNMENTAL AGENCIES 
The six-year period from 1923 t o 1929 was one of 
unusual expansion in many lines. Whether or not such 
growth was beneficia l on the whole, or justified from 
an economic viewpoint is beside the question. We do 
know that this country enjoyed a phenomena l growth dur-
ing this particular period . 
When the supports began to weaken in forei gn coun-
tries, the credit structure and confidence wer e shaken 
over here as a result. It should be remembered, however, 
that all our ills were not contracted entirely f rom a-
broad, but were congested by our own internal affairs 
which were precipitated by various mediums. 
The first effort to organize a cure for the ills 
attendant with this period was in the form of the Hoover 
Moratorium, June 20 , 1931. Due to technical deba tes by 
the French Government, the bill was delayed too long to 
be of any benefit to debtor n a tions. 
"The failure of the Hoover Moratorium to work the 
magic which the markets had expected of it deepened the 
pessimism in financial quart ers in the United States 
and shook further confidence of the entire financial 
world . When there followed the suspension of the gold 
standard in England, the great run on the gold supply 
of the United States, the terrifying increase in the 
number of bank failures, and the hoarding of currency; 
it became evident that more special measures were re-
quired to prevent the complete col lapse of our banking 
system.n1 
On October 13 , of the same year the National Credit 
Corporation was organized. This was a scheme whereby a 
mutual organization was set up in each feder a l re s erve 
district. The amount apportioned for this purpose wa s 
too small to be of any assistance in districts where 
bank runs and frozen assets predomina ted . 
.non January 22, 1932 the Reconstruction Finance 
Corpora tion was established, with powers much greater 
and broader than the ineffectua l National Credi t Cor-
poration. n2 
All of the previous mentioned measures, as well as 
the Glass-Steagall Bill were pas s ed to relieve the cre-
dit situation. It should be noted tha t one of the main 
reasons was not that there was not suff icient credit, 
but that there was a dearth of security. Added to this 
was the desire of the banks to maintain a high degree 
of liquidity for emergency withdrawals . Not only wa s 
it a matter of maintaining the previous ration but now 
it must be a depression r atio . 
After the bank holiday in 1933, Congress surveyed 
1 Rufener, L.A., Money and Banking in U. S., p. 672 
2 Ibid ., p. 674 
the whole situation and instituted the following: 
(1) the Federal Home Loan Bank Systenr:- to provide a 
stabilizing influence in the home mortgage market ; 
(2) Home Owners' Loan Corpora tion to take up three 
billion dollars of these improperly made mortgages and 
finance the same over a period of fifteen years, so that 
one million families with whi ch it deals may pay for 
their homes; (3) the . Federal Savings and Loan System to 
provide additional thrift and home financing units on a 
sound economic basis for the future; (4) the Federal 
Savings and Loan Insurance Corporation in an effort to 
attract an adequate supply of savings into home financing; 
and (5) the Federa l Housing Admini s tration in an effort to 
make of a home mortgage a merchantable secur i t y and there-
by again to attract greater funds into this fi el d . 
Public Law No . 178 , 73rd Congress, Senate 2999 , was 
approved April 27, 1934. Thi s l aw guarantees both prin-
cipal and interest of HOLC bonds by the United States 
Government and makes other material changes in the l aw 
as follows: 
"l. Interest rates on guaranteed bonds determined 
by the Home Loan Bank Board with the approval of 
the Secretary of the Trea sury. 
2. Four per cent bonds not _guaranteed may be ex-
changed for new government bonds. 
3. Distress defined as involuntary default on 
June 13, 1933. Exception, circumstances beyond 
applicant's control. 
4. HOLC authorized to use $200,000,000 to main-
tain, repair , rebuild, moder nize, and enlarge 
homes upon which it already had home mortgages. 
5. Compulsory three-year moratorium eliminated 
from the original act . 
6. Recovery of f oreclosed homes . 
7. Government investment in feder a l savings and 
loan associations liberalized by taking off the 
-$100,000 limit and approximately investing $3 .00 
for each dollar obtained from the public. 
8 . Authorized Federal savings and loan assoc -
i a tions and other members of the Feder a l Home 
Loan Bank System to act as fiscal agents of the 
government. 
9. Conversion of state chartered associations , 
members of the Federal Home Loan Bank to Federal 
savings and loan associations. 
10. HOLC is authorized to buy bonds and deben-
tures or to loan money to the Federal Home Loan 
Banks u p to $50,000,000. 
11. Six months' default clause elimina ted on 
collateral rhere unpaid principal is less than 
fifty per cent of the value of real estate on col-
lateral deposited with the Home Loan Banks. " 
On June 24, 1934 the National Housing Act became a 
law known as Public Law 479 . So much information has 
been written on this and the act i tself is so voluminous 
that only the summary will be given here. 
Title 1 relates to loans upon personal credit for 
repairs or i mprovements only, upon any class of buildings, 
each loan no t to exceed $ 2 ,000 .Q0, subject to regula tions 
promulgated by the administration. 
Ti tle 11 set up a plan of mortgage insurance by 
creating a mor tgage insurance fund, ·supported by premiums 
at a rate not to exceed one per cent per annum. 
Title 111 authorized the incorporation of private 
mortgage companies of five million dollars capi tal . 
Title lV created the Federa l Savings and Loan I n -
surance Corpora tion whi ch requires all Federal savings 
and loan a s soc i a tion t o be insured and may insure state 
chartered institutions which can meet the requirements 
of the Corporation. 
Title V contains miscellaneous amendments . The 
amount of au thor ized bonds of the HOLC is increas ed 
from two billion to three billion dol lars , and the 
amount allotted for rehabilita tion loans is increased 
from t wo hundred mi l lion to three hundred million dol-
l ars. 
The effect of t hese governmental agencies i s now 
becoming obvious. Reverting to the mention of the Fed-
era l Home Loan Bank they may now di scount mortgage s at 
three per cent interest for ten years from either non-
members or member associa tions. If the mortgag e is 
not insur ed under Title 11 of the Federal Housing Admin-
istrat ion they may loan sixty-five per cent of the f ace 
value of the mortga ge. If the mortgage is insured, 
they may l~~n ninety per cent of _the face value of it, 
either to members or non-members. 
The result of their activities is this--building 
and loans, insurance companies, and banks may have an 
assured source of discount facilities in case they 
become distressed for money, and the length of the 
discount term and the r ate of discount interest ar e 
both so favored to the lending institution that many
 
institutions who do not a t present have priva te fund
s 
for investment are ~ctive in t he lending field. 
The effect of insured loans under the Federa l 
Housing Administration i s now being acutely f elt . T
he 
inducements given to lenders , that i s the mutual mo
rt-
gage insurance of principal, taxes , and insuranc e 
advanced , i s creating a vast flood of dwellin g hous e
 
mortgag e money av ailable to every community both for
 
new construction, refinancing , and home purchase . 
The wholly mutua l char acter of Federa l s avings 
and loan associations is empha sized in an article of
 
the Federal Home Loan Bank Revi ew, which point s out 
that experience of the pas t few years has shown t he 
strength of the coopera tive structure in thrift and
 
home-financing institutions. 
Federa l savings and l oan associa tions , numbering 
919, as of September 8, 1935 with over 500, 000 inves
tors 
and al most 390 , 000 , 000 dollars in resources , are ope
rated 
in forty-one sta tes on the da te above mentioned .
1 
In -a ~;feder ally chartered a ssocia ti on the risks and 
profits are shared equally by all of its investors 
1 Report of Federal Home Loan Bank Board , Wash . D. 
C. 
according to the funds paid in. By law, it is pro-
hibited from accepting deposits and can raise its 
capital only through payments made on shares by in-
vestors. 
45 
Recognizing the coopera tive nature of the home-
financing business, the law governing Federal savings 
and loan associations bars any procedure that would 
destroy the equal r i ghts of all shareholders. The 
four types of shares available to the public di f fer 
mainly in the methods by which they a re bought : (1) 
Installment Thrift Shares, on which the subscriber pays 
fifty cents each month per $100-share until maturity; 
(2) Optiona l Savings Shares, on which payments may be 
made a t any t i me and in any amount until the share is 
matured; (3) Prepaid Shares, on which the subscriber 
pays a single lump sum of l ess than par , --and allows 
dividends to accumula te until the share r eaches its 
par value; (4) Full-paid Income Shares, for which the 
subscriber pays outright in full, and receives his 
dividends in cash. These types of shares are devised 
. to meet the needs of all cla s s es of investors and thus 
encourage thrift and to increase the volume of credit 
available for home financing . All investors are on 
the same footing with regard to risk and dividend re-
turn privileges and responsibilities, except that to 
encourage systematic saving, installment thrift share-
holders who pay their installments regularly will 
receive a cash bonus equivalent to one per cent per 
year on amounts paid in, when their shares are paid 
up at maturity. 
Since the funds of a Federa l savings and loan 
as sociation are inves ted in long-term mortgage loans
, 
it is impracti cal to guarantee a fixed r a te of retur
n, 
or to extend other forms of preferenti al trea tment t
o 
any class of shareholders. 
In order to protect several million small in-
vestors in thrift associations of the building and l
oan 
type against loss, the Federa l Savings and Loan Insu
r -
ance Corpora tion with $100, 000,000 of capital, was 
created by Congress as of June 27, 1934 . It provide
s 
insurance similar to that afforded to bank depositor
s 
under the Federal eposit Insurance Corporation. It
 
does not involve Feder al insurance of the i ndividu
al 
mortgages held by such thrift institutions, and 
is 
therefore wholly distinct from the mortgage insuranc
e 
provided by the Federal Housing Administration . Sub
-
ject to examination and approval by the Insuranc e 
Corporation, insurance protection for their share-
holders or depositors is optional for state-chartere
d 
building and loan associations, put mandatory for al
l 
Federal s,vings and loan associations. 
No individual shareholder can have his own account 
insured in an a ssociation which has not been insur
ed 
by t he Federa l Savings and Loan Insuranc e Corporatio
n. 
':t f 
In an insured a ssociation, every shareholder is auto
-
ma tically protected. 
The Federal Home Loan Bank System was established 
in 1932 to provide unlimited reserve credit fo r priv
ate 
thrift institutions which specialize in long-term f i
n -
ancing . When it was found necess ar y in 1933 for t
he 
Government a s a relief measure to lend di rectly to
 
distressed individual mortgagors, the Home Owners'
 
Loari Corporation was authorized by Congr ess to make
 
amortized loans on a fift een-year basis. The requir
ed 
monthly insta llment of $7.91 per $1,000 of loan cove
rs 
both pr incipa l and interest and pays off the enti
re 
mortgage within this period. 
Some $3,000 , 000,000 of bonds of the Cor poration2 
will soon by outstanding a s a contingent liability 
of 
the United Sta tes Government . If funds for paymen
t 
of these bonds are not collected from HOLC borrower
s , 
the burden will be thrown upon t he entire public, in
 
t he for m of t axes. 
By November 1, 1936 ac cording to a r epor t of the 
Federa l Home Loan Bank Boar d , the Corpor at ion had t a
ken 
foreclosure proceedings against s ome eight hundred p
rop-
erties, represent ing one out of every 1,100 HOLC 
borrowers. 
The extent to which residenti al property values 
2 Estima te by HOLC under date of Dec. 10, 1935. 
in the United States have benefitted by the Home Owners' 
Loan Cor poration during the first six teen months of 
its dura tion is indica t ed in an ar t icle published in the 
Federa l Loan Bank Review. It records t hat a t that time 
the Corporation had completed detailed appr aisals of 
more than a million h omes . 
When the Corpor a tion began lending , wi th the power 
to loan u p to eighty per cent of its own valuation of 
t h e properties, appraisal s pres ented one of i ts grea test 
single problems . The Corporation was under obligation , 
fir s t, the the Government a s OVl'Iler of t he Corpora tion , 
second to t he home owner in distress, and thi rd , to the 
real esta t e market; pr esent and future . 
The policies of the Federa l Home Loan Bank are form-
ula ted t hrough the advi sory counci l , a board of ei ghteen 
persons established by law of whom t we l ve ar e selected 
by the Boards of Directors of the r espec tive t ~elve Fed-
era l Home Loan Banks , while the other six are appointed 
by the Federa l Home Loan Bank Board . 
Chapter lX 
SUMMARY AND CONCLUSIONS 
Significant to t hi s di s cuss ion a t the outs et we 
must cons i der tha t thi s whole problem is no t on e whic h 
has developed pr opor t iona t ely to our i ncr eased popula-
tion. As pointed out in chap t er one , t he growt h of our 
country during the pas t centur y and a half ha s indeed 
been alarming . In conjunction wi t h thi s f a ct we note 
that the percenta ge of urban t o r ur al ha s gr adually 
evolved f rom a predominantly rural t o a ma j ority urban . 
Rura l life in t he early hi s tory of our count ry was 
both a neces sary and c onven i en t mod e of livel i hood . 
Condi t ions of living demanded tha t in so fa r a s poss ibl e 
all of t he neces s i ti e s should be produc ed and obta i ned 
within a limi t ed area . Rur al l ife, s inc e it answered 
t he need of the hour , thrived on the wide expanse of 
territory opened up through land purchases and boundar y 
expansion. 
With the advance of time , new want s cr ea ted the 
establi shmen t of cen ter s f or fur nishing commodi t ie s 
in demand . New production and manufa ct uring congr e-
gations answered the call by f av~rably s itua ting t hem-
selves and by setting about to prepare f or immedia te 
a s well as futur e wants . 
Urban centers became more in the limelight as to 
popularity when new methods of farming enabled this 
element of the population to produce more goods with 
less numbers, and at the same time making more demands 
for the products of urban centers. The steady flow 
.from rural areas to cities and town s changed the pic ture 
of colonial days and by 1900 it was about evenly divided. 
Thirty years later about sixty-five per cent dwelt in 
urban as against thirty-five per cent in rural r egions. 
It is this feature which has added importance to 
this study. The story of how sixty-five per cent of 
our population have endeavored to provide homes and 
finance their urban holdings is contained in the episodes 
which follow. 
The story dealing with banking and its realtion to 
policies for urban property financing is one contain
ing 
many experiments and incorpora ting a multitude of pr
ac-
tices. From the very outset the channels which they
 
have digged seem to have been thrust upon the~ by ex
ist-
ing conditions. Early settlers were plentifully sup
plied 
with currency through a favor able tr ade situation wi
th 
forei gn countries. Furthermore, there wa s no grea t 
de-
mand for an enormous amount of s pecie in the early l
i f e 
of our country. 
The First and Second banks of United St a te s served 
from 1791 to 1836 except for a l apse of half a scor e
 of 
years between charters . The crisis of 1837 brought 
to 
light an urgent need for some banking control and fr
om 
the wreckage we sal va ged enough courage to enact the
 
Independent Treasury System in 1846. Such a pl an sa
fe-
guarded federal government finances but the Civil Wa
r 
divulged a pressing need for a nationa l banking syst
em. 
Prior to 1865 state banks had the privilege of 
issuing notes which were discounted in proportion to
 
the f aith in the issuin ~ bank. Even the rec t ifying 
of 
this evil, while assisting in the cause of better ba
nking , 
did not insure a permanent system witnout flaws. C
rises 
which followed in the latter quarter of the nineteen
th 
century brought out more evils to conquer. 
When the monetary commission reported in 1910 of 
its exhaustive findings i t was thought that the Federal 
Reserve System would make of our banking structure a 
veritable fool-proof mechanism. Even t he powerful reg-
ulative forces embodied in its program could not with-
stand effectively the pressure of the most rec ent of our 
depressions . 
Federa l and State banks in 1913 were investing 
about 5% of their ass ets in the urban field as shown by 
Chart 4, page 16. At that time they had a combined val-
uation of about twenty-four billion . By 1918 they were 
investing 5.5% of their forty-eight billion. Fi ve years 
later out of a total of forty-nine and one-half billions 
they were investing 6.5% of it in property of non-farm 
,. 
classification. By 1928 out of their s i xty billion they 
were investing 7% in urban property . The drop to the 
level of fifty-two billion in 1933 shows 6% was being 
invested i n urban real estat e . Part of this decreased 
interest i n urban holdings wa s promulga ted through man-
datory conditions set for th in the Security Act which 
separa ted inves t ment from commercial banking. 
·,_.. 
Beginning a s a neighborhood venture and nurtured 
by conditions existing in the early life of our country 
mutual savings banks have grown to contribute their part 
in the progress of time. 
While its growth do es not attain that of feder a l 
and state banks , yet the proportion of its investments 
in urban proper ty in 1913 wa s sli ghtly in excess of 
forty per cent of its t wo and one-half billions of a ss e ts 
which grew gradually to over f our times thi s amounting 
the next twenty-five years. Likewis e the proportion de-
voted to urban interests increased unti l by 1928 over 
half of their a ssets wer e directed toward fulfilling t he 
need for capita l in urban property financing . 
Following 1929 withdrawals caused a decrease in 
mutual savings holdi ngs sinc e t he money entrusted to 
its keeping was wanted for other purposes by its con-
stituents. Faced with declining contributions and 
widespread l ack of fai th i n our financial structure, 
as well as lowered real ty valua tions, the perc entage of 
its assistance in the urban field was lowered to the 
1923-level of about forty-two per cent. 
On the whole the mutual savings bank has enjoyed 
a steady growth and seems not to _have been exploited 
with the lure of enormous profits because the profit 
accrues back to its entire constituency and not to a 
select group of beneficiaries. 
Real esta te bond houses and mortgage brokerages 
are among the more recent developments as revealed by 
this study. In 1913 the first year for which a report 
is obtainable, they were a mere shadow in compar ison 
with other agencies investiga ted . Because they are 
dealing almo st entirely in urban property , their com-
bined assets repres ent a figure indicative of their 
contribution. 
By 1921 just prior to the expansion period in 
urban building they had only about a billion in assets . 
In 1929, however , they had over six billion and continued 
to increase despi te the depr ess ion un t i l in 1931 their 
total assets wer e in exc ess of seven bi l l ion dollars . 
The promi s ing feature whi ch this type of company 
offers is the possibility of selecting a type of invest-
ment c onveni ent in amount and one which promi ses a 
good r a t e of return. 
Life insuranc e companies are one of the oldes t 
forms of institutions encountered in this study. It 
is likewise one of the l ar gest being second only when 
compared to a combina tion of all feder a l and state 
banks . 
Insurance companies looking for an investment 
which would promise definite, long-time returns have 
been dr a~n into the urban field . The share which 
they have a ssumed seems to r un a lmost par allel with 
their increa s ed resources. In 1880 with a little less 
than on e-half a billion to invest they wer e placing 
t wo per cent in urban properties. As popul&tion moved 
t owar d urban centers they were investing about ei ght 
per cent of their thirteen billion in the year 1920 . 
This per centa ge i ncrea sed with t he era of expans ion 
previously alluded to until in 1928 they had an in-
terest in urban holdings to the extent of t wenty-five 
per cent of their assets. 
With the f luc t ua tion of rea l esta te values and 
confronted with the demand for a cert&in pos itive 
a ssuranc e of liquid assets a t any unannounced time , ,;;, .. '. 
the proportion of assistance gr·ant ed through insurance 
companies ha s declined in t he past dec ade. Ur gent re-
quests for loans on policies and cash withdrawals ha s 
undoubtedly added to the move on their part to look 
elsewhere for source s of inves tment than the urban fi eld. 
The progres s of building .and loan associations with
 
its many prototypes has been practically synonymous
 
with the growth of urban popula tion. Since its int
rodu c-
tion in the early years of the nine teenth century, 
it ha s 
devel oped into perhaps the leading single force as 
a 
pot ent and ef.tecti ve fact or in cities and tovms of 
this 
country. This advance no doubt is a ttr ibutable to 
the 
fact tha t its sole objective is the further ance of 
means 
whereby individuals may become urban property owner
s , 
and their entire progr am ha s emana t ed towar d t he ac
com-
pl i shing of this objective. 
Many associ ations were of the ter minating type whic
h 
went out of business when t heir shares matured and 
they 
frequently left n o trace. They were all voluntary 
uni v-
corpora.t ed organizations for the most part and , the
refo r e, 
no account of their organiza tion or activities v;a s 
r e-
quired to be kept f or public record . 
The first fifty years of their ex istence , s o f ar a s
 
statistics are concerned , is a mere estima t e a t be s
t. 
Since 1888 when F. B. Sanborn made his study (see p
ag e 33) 
the compila tion of data relative to their growth hu
s been 
more accura t e . In 1895 the United St a tes Le ague wa
s organ-
ized, and its dec line gives us a vivid pic ture of t
he 
re sults of the panic of 1893 . I n f act it was not u
ntil 
1904 tha t building and loan assets reached the leve
l prior 
t o t he financia l disturbance eleven year s previous.
 
Eighty years following the or ganization of the f irs
t 
vi 
society records show tha t they reached the billion-
mark. When we consider that the percenta ge of assets 
directed toward furthering intere s ts in urban property 
remained a t about ninety per cent, we can readily see 
that its growth means almost tota l gain f or city pr op-
erty financing. 
By 1920 they had a combined accumula tion of over 
three billion, only to find that this amount a s being 
steadily increa s ed t hree t i mes before t aking a reverse 
tr end . The effect of depression fever wa s not contrac-
ted by building and loan for some time a f ter i t had -_, 
sickened banks and other financia l institut ions . Like-
wise it seems that the recovery has not been a s r apid. 
This perhap s may best be exp l ained by pointing out tha t 
the building industry with which they are so closely 
allied is one of the major capital goods industri es. 
This fact a ttributes furthe r , to t heir slowness to r es pond 
to upward trends. The government r ealized t hi s f ea tur e 
by ins t ituting HOLC and by passing the FHA which were 
mea sures pa ssed to inject new life into thi s cla s s of 
industri es. 
The most redeeming fe a ture of the building and 
loan organiza tion is the attention granted by the govern-
ment and other enterprises toward the acceptance of the 
amortization principl e in meeting long-term obliga tions. 
The efforts by t he government al forces of this 
country to rectify existing conditions begins ano t her 
chapter in this alluring epi s ode . Many pan ac ea were 
concoted in s earch for some cur e for a l l the ills . It 
was indeed quite a t a sk . Other countr ies were also con-
fronted with a simi l a r dilemma . Our ovvn s ituation did 
not develop apar t and unaf f ect ed by condition wa s in-
f luenced from abroad is beyond t he scope of this study . 
From one experiment t o an other durin g half a s core 
of year s f ollowi n g 1929 chronologic al ly portrays a ttempt s 
to secure t ~e n eeded remedy. All of t he se measures were 
tri als by their proponents in an effor t to s t abilize 
inve s t ments, r es t ore f a ith, and rebuild a new Jerusalem 
on t he a shes of pr evi ous mi s appr ehens i ons. · 
The s t a tus of Governmen t intervention in the general 
field of housing and hous_ing f inan ce is a s yet unde t er-
mined . Its response i s ear-marked by an a t tempt to mee t 
an emer gen cy or depre s sion situation , ra ther than the 
working out of a broad per manent pol i cy . 111 hether · or not 
any lon g-time progr ams will be enacted will be deter mined 
by the l axi ty on the part of priva te enter prise to work 
out a solution. 
Just how effe ctual the s truc ture will be, remains 
to be seen. Being too close a s yet to the din of the 
building , one cannot a s yet project a prediction of 
what the ultima te outcome will be. 
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